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Report from the Chairman 


Weare very pleased to report that 1979, the first year 
of our Corporation’s second half century, has again been a 
positive and productive one. 

From the statement of earnings contained in this 
report, shareholders will notice that for all the key 
performance indicators; gross billings, revenue, earnings 
before tax and earnings per share, the year has produced 
worthwhile improvement over 1978 which in itself, was a 
record year in the history of our Corporation. ~~ 

~ The year was also characterized by other significant 
developments. 

Following shareholders’ approval at our annual 
meeting last March, arrangements were successfully 
completed for our Corporation to “‘continue”’ under the 
new Canada Business Corporations Act. A corollary 
development has been the change in your Corporation’s 
official name to Cockfield Brown Inc., which meets the 
bilingual requirement of both official languages. 

As shareholders were advised on November 9, 1979, 
the Corporation entered into a controlled program of share 
purchases for cancellation. While it is still too early to 
predict final results, it continues to be our hope that the 
central objective of creating an additional market for our 
shareholders will be achieved. 

It is with profound regret that we also record the 
passing of our co-founder and director, G. Warren Brown, 
on September 8, 1979. Throughout our Corporation’s 50 
year history he was a constant contributor to our many 
successes and highly regarded by industry peers for his 
many outstanding examples of leadership. We are 
dedicated to continuing the proud and successful 
Cockfield Brown tradition that he inspired. 

During the course of the year, two Directors, 
Raymond Boucher and Paul Moreau resigned from the 
Board, and the Corporation, to pursue careers elsewhere. 

Subsequently, on December 18, 1979, your Board 
approved the appointment of Jerrold Beckerman, Vice- 
President, General Manager, Vancouver Office; Pierre 
Gervais, Senior Vice-President, General Manager, 
Montréal Office and Joyce Roblee, Vice-President, Media 
Director as Directors to fill these vacancies. 

We believe we are particularly fortunate to have 
available such qualified advertising professionals to 
assume the important and additional management 
responsibilities as Directors. 


As tothe future and its challenges, they too should be 
of significant interest to each shareholder. The 1980’s 
promise to provide greater challenge than perhaps any 
decade in our history, as individual citizens and 
consumers will have to deal with growing uncertainty and 
change. 

At no time in the history of free society will the 
importance of communication be as high, and at no time 
will the perception and critical judgement of the average 
consumer be as penetrating and decisive. 

Apart from the traditional expectations of 
advertising, including the protection it contributes to two 
of our essential freedoms ... freedom of choice and 
freedom of information ... what goes into advertising in 
the 1980’s will be ever more important; what consumers 
take out of it in the 1980’s will be critical! 

Anticipation of this has been the basis of both our 
Corporate objectives and planning. It has been 
fundamental to our point-of-view, perhaps unique in our 
industry. But this very view and the substantial success it 
has already achieved is the reason our Corporation looks 
forward to the new decade with real enthusiasm and 
confidence. 


On behalf of the Board 


Chairman of the Board 


Report from the President 


1979 was a good year for Cockfield Brown. 

In this last year of a most critical decade in our history, 
billing, revenue and profit reached new, high levels. 
This success, following the record achievements of 1978, 
is an indication to us that our changes in priorities and 
personnel are producing the desired results. 

Cockfield Brown continues to be one of Canada’s 
leading advertising agencies. And with good reason. Our 
growth is directly related to the increased marketing 
activities of long-established clients — and to the business 
health and vitality of our many newly-acquired clients. 
Recognizing the intensely competitive nature of our 
industry, it is evident the strength, quality and range of 
services we offer are in demand, and doing well. This isa 
true measure of the skills and talents of our 270 people 
across the country. 

Both Montréal and Toronto offices did better than 


of the Corporation’s revenue and 83 percent of total gross 
profit. Highlighting regional office operations was the 
complete recovery to full health of the Vancouver office. 


| 


last year. Combined, they again accounted for 80 percent | 


Montreal 


Montréal enjoyed another record year with financial 
performance at an all time high. Of greater significance is 
the fact that this office continues its strong and dominant 
position in serving Quebec based national advertisers and 
has been increasing its share of this market. 

We regret the loss of the Air Canada account after a 
productive and happy twenty-year association. The loss 
was more than compensated for by seven new clients in 
Montréal — major appointments being The Canadian 
Government Office of Tourism and the National Bank 
of Canada. 

In mid-year, Pierre Gervais, an experienced 
communications executive, joined our Corporation, as 
Senior Vice-President and General Manager of Montréal 
operations. With his sensitive appreciation of the unique 
Quebec market, we have every confidence our prosperity 
will continue under his leadership. 


Toronto 


In Toronto, the reorganization of personnel 
completed last year has produced good results. Although 
billings and revenue were substantially improved, profits 
were marginally unchanged due to higher than anticipated 
operating costs, a significant amount of which related to 
our move to a new location. 

Our intensified new business efforts resulted in 
substantial gains which will have a very positive effect on 
next year’s performance. 

Weare confident the new momentum of our Toronto 
office, the commitment of our professional resources, 
improved operational efficiencies and contemporary 
management disciplines will produce even greater gains 
and improved profits as we enter the 1980’s. 
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Other Offices 


All offices performed most satisfactorily opposite the 
particular needs of the markets served in Vancouver, 
Winnipeg and London, and in support of the specialized 
requirements of many clients of our two divisions — 
Industrial Marketing Communications in Toronto, and 
Insight Advertising and Public Relations in Vancouver. 
Profits were slightly ahead of last year with, as previously 
noted, an outstanding year in Vancouver. 


Services 


Our financial prosperity is but one criterion of 
achievement. It is assured only if the services we provide 
are of the highest quality and contribute to the success of 
our clients. And their improvement is an ongoing 
commitment of Cockfield Brown. An advertising agency 
is a people business and we take much pride in the 
performance, in 1979, of CB personnel in account 
management, creative, media, research, production, 
public relations and in the accounting function. 

In the past year, we attracted some of the best creative 
talent in our industry. Cockfield Brown’s point of view is 
fundamentally simple. Our basic function is the creation 
of effective advertising. Its execution is evaluated 
against three absolute criteria: relevance, involvement and 
clarity. This has proved to be a rigorous test of the 
advertising we create. 


Our media services have more than kept pace with 
the rapid, sophisticated application of computer 
technology. CB’s media specialists are recognized as being 
among the best in the business. And now, through our 
recent association with a nationally-known media analysis 
and data service organization, we can offer our clients 
planning and buying efficiencies unsurpassed in Canada. 

1979 was also an important one for Cockfield Brown 
research services. They developed and implemented two 
new qualitative research tools: the CB Communications 
Test, for pre-testing advertising executions, and the CB 
Consumer Image Probe, for determining the imagery 
dimensions at work in a product, service or corporate 
sector. 

The Communications Test has proven to bea very 
useful diagnostic addition to the selection of advertising 
pre-testing techniques we commonly employ. The 
Consumer Image Probe was developed in recognition of 
the uniquely important role that image has come to playin 
the fortunes of products, services, and even corporations. 
Our research services continue to make an invaluable 
contribution to CB’s end product: effective advertising. 

Our success this past year, naturally, has given us that 
good feeling of achievement. We are also excited and 
encouraged by the prospects for the future. Asin the past, 
CB’s future good health will depend on the continued 
upgrading of our services to our more than 200 clients, and 
our commitment to them. In addition, our Corporation 
will capitalize on opportunities for growth and expansion 
in Canada and elsewhere. We will also vigilantly apply 
fundamental management disciplines with integrity, 
vitality and a dedication to excellence. 

In conclusion, I want to express our gratitude and 
thanks to CB people throughout our Corporation for their 
partin making 1979 a good year for us. We are optimistic 
about the future. The exciting challenges of the 1980’s will 
be met with confidence. 
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Offices 


Cockfield Brown Inc. 


Montréal: 


Toronto: 


London: 


Winnipeg: 


Vancouver: 


Industrial Marketing 
Communications 

a division of 

Cockfield Brown Inc. 
1220 Yonge Street 
Toronto M4T 1W1 
(416) 922-2063 


606 Cathcart 
Montréal H3B 1L1 
(514) 861-1771 


1 St. Clair Avenue East — a 
Toronto M4T 2V9 
(416) 964-9000 


197 York Street 
London N6A 1B2 
(519) 438-2117 


209 Notre Dame Avenue 
Winnipeg R3B 1M9 
(204) 942-0811 


134 Abbott Street 
Vancouver V6B 2K6 
(604) 684-0123 


Insight Advertising 
and Public Relations 
a division of 
Cockfield Brown Inc. 
909 Beach Avenue 
Vancouver V6Z 1E3 
(604) 682-3631 
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' COCKFIELD BROWN INC. 


(Incorporated under the Canada Business Corporations Act) 
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Financial Statements 


Balance Sheet > 
as at December 31, 1979 ¥ Ca 
Assets 1979 1978 
Current 
Cash. ts cor id eae ee ee $ — $ 712,400 
Accounts receivableseyese ae eee ee ee ih 8,535,700 SS 000 
Inventory (Note 2) eae eee ee ee 556,500 334,500 
. Wee 9,092,200 > 8,199,900 
; ) fJA ON 
Investments are ge 
Marketable securities, at cost (market . i 
value 1979 — $380,200; 1978 — $431,400) .. 503,700 24 go“ 503,700 
By 
) 
Fixedassets (Note 3) 25.006 oe ee 1,187,500 705,700 
Costs of acquisitions. ese ee eee eee 42,600 73,100 
$10,826,000 $9,482,400 
Liabilities Jah 
Current oor 
Bankindebtedness 1) a) ete ee eee $ 950,200 ~ 5S, 
Accounts payable and accrued liabilities ........ 7,707,200 7,524,100 
Inecometaxes: payable ee ee 88,600 303,500 
8,746,000 7,827,600 
Shareholders’ Equity ee a 
Capital stock 
Common shares without nominal or par value dah by 
Authorized — 2,000,000 shares 
Issued — 583,100 shares (Note4) ..... _— 374,000 | 382,600 
Retained! earnings (Noes) mens ae eee 1,706,000 TEZTZ S200 
2,080,000 1,654,800 
$10,826,000 $9,482,400 
On behalf of the Board: (Signed) R. W. Collington, Director 
(Signed) T. G. Smyth, C.A., Director an [pov’ / 
ee | 
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Financial Statements Y COCKFIELD BROWN INC. 
Statement of Earnings r 4 Y | 5 37, IS | 
For the Year Ended December 31, 1979 Ses = IS G 
1979 yh 1978 
ESS UTI «3 sank ce il Ce $76,714,900 / $69,715,500 * 
Commissions and service fees earned............... $ 9,573,200 / $ 8,624,500 y az 
Expenses 
Depreciation and amortization................ 230,000 231,600 
OICeCXDenscsmr eee ee et he 51557008 400,100 
Pensioneontributlonsiare tts... os. .n.. 273-200 oa 329,100 
Printing, postage and stationery............... a“ 240,200 | 175,900 Be 
Renton ean itaxcsa ae tenet a ne | & 4 537,500 | 578,200 O ‘(*/0 
Dalacics eee eee ny. gu dd 6,229,600 5,614,100 ° 76 
Helephoneservicessse 34). 2... ' pes ~ y : 2225/0009 196,400 
Ohcrmweneee ss. eee ok ee ie a Os IY 407,000 296,400 
q U } 4 a Regie es, ST n oo 
Coes Ae (f 8,660,900 7,821,800 10-7 © 
Earnings before income taxes ...... W ae orb aire os 1h 912,300 | 802,700 >: 7 
PLOvisioNtOnmincome taxes. 46s... .4s.+. esses. cl. 466,600 | 399,000 * ; 
INCHCAnDINeG s tOrthe year etunne eG. oy. ose. ea. $ 445,700 = $ 403,700 
PAL DLE SD CUAS Al COMMENT ola $0.75 $0.68 
af Gus o (Ud pbreg (2 +Je 
Statement of Retained Earnings I s : is ‘ 
For the Year Ended December 31, 1979 ae {] 
| user a 29 leu 
916 pe 1979 | 1978 
Neiained carmingss|anuaryslaeer ni. oe ake $1,272,200 $1,047,400 
Add: 
INCHcardings on the yearmie 2s eke es .. 445,700 403,700 
Revaluation of furniture and fixtures (Note 3) 292,600 a 
2,010,500 1,451,100 
Deduct: 
Excess of cost of acquisition of common shares 
OVer DOOK walle (Noted) yee ee. os eee 65,900 = 
Dividends paid on common shares ............ 238,600 178,900 
304,500 178,900 
cence Ceca ine sm ecembens leeiemnte eases es $1,706,000 $1,272,200 
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Financial Statements COCKFIELD BROWN INC. 
Statement of Changes in Financial Position 
For the Year Ended December 31, 1979 
Source of Funds 1979 1978 
Operations 
Net earnings forthe year ae $445 ,700 $403,700 
Add charges not requiring an outlay of funds: 
Depreciation and amortization ee 230,000 - 231,600 
Adjustments to cost of acquisitions ........ 3,800 8,400 
$679,500 $643,700 
Application of Funds 
Dividends paid on common shares ................ $238,600 $178,900 
Additions toifixed assetSms et eee 392,500 101,300 
Acquisition Of common\sharess rare eee 74,500 — 
705,600 280,200 
Increase (decrease) in working capital ee (26,100) 363,500 
$679,500 $643,700 
Auditors’ Report 
The Shareholders, 
Cockfield Brown Inc. 


We have examined the balance sheet of Cockfield Brown Inc. as at December 31, 1979 and the statements of earnings, retained 
earnings and changes in financial position for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in the 


circumstances. 


In our opinion, these financial statements present fairly the financial position of the Corporation as at December 31, 1979 and 
the results of its operations and the changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles applied, except as outlined in Note 3 to the financial statements, on a basis consistent with that of the 


preceding year. 


Montréal, Quebec 
January 30, 1980 


Touche Ross & Co. 
Chartered Accountants 


Financial Statements 
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Notes to Financial Statements 
December 31, 1979 


Note 1. 


Statement of accounting policies 


Fixed assets 


Furniture and fixtures are stated at re 


COCKFIELD BROWN INC. 


placement value and equipment and leasehold improvements 


are recorded at cost (see Note 3). Depreciation is based on the estimated useful lives of the assets and 
1s provided on the straight-line method at the following rates: 


Furniture and fixtures ......... 
EGUIpMecn tare... 6. ess 


On ORCS Oh Ge OnOnd. Ono 


©: 8 0. @ ‘6: @) 6 oe 0 6 «© 


15% 


Leasehold improvements are amortized over the term of the leases. 


Costs of acquisitions 
The costs of acquisitions are being amortized over a five year period commencing with the year 


following the year of acquisition. 


Gross billings 


Note 2. 


Note 3. 


Gross billings include service fees capitalized in 


accordance with industry practice by multiplying 


the service fees by 674 (commissions and service fees generally represent 15% of gross billings). 


Inventory 


Inventory represents costs incurred by the Corporation during the year which are billable to its 


clients in the following year. 


Fixed assets 


Furniture and fixtures (see page 10) 
Before revaluation at 
December 31, 1979 
Revaluation adjustment 
at December 31, 1979 


After revaluation at 
December 31, 1979 


Equipment, at cost 


Leasehold improvements, at cost 


1979 1978 
Cost/ Accumulated 
Replacement Depreciation/ 
Value Amortization Net Net 
$1,211,600 $760,600 $ 451,000 $376,500 
(184,100) (476,700) 292 ,600 — 
1,027,500 283,900 743,600 376,500 
262,200 84,200 178,000 217,300 
369,900 104,000 265,900 111,900 
$1,659,600 $472,100 $1,187,500 $705,700 
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Financial Statements COCKFIELD BROWN INC. 


Notes to Financial Statements (continued) 
December 31, 1979 


Note 4. 


Note 5. 


Note 6. 


As of October 31, 1979 the furniture and fixtures at all offices of the Corporation were appraised by 
The Industrial Valuation Company Limited. Asa result of this appraisal, these assets were restated 
at December 31, 1979 at replacement value. 


The excess of the depreciated replacement value over the net book value before revaluation, 
$292,600, has been credited to retained earnings. 


Capital stock 
During the year the Corporation acquired and cancelled 13,400 of its common shares having a book 
value of $8,600. The cost of acquisition was $74,500. _ _ e - 
See / A lise 
Retained earnings 


Asa result of a revaluation of furniture and fixtures at December 31, 1979 retained earnings include 
an unrealized appraisal surplus of $292,600 at December 31, 1979. This amount will be realized in 
subsequent years by the annual depreciation on the appraisal increment or by sale of the appraised 
assets. 


Long-term leases 


Annual rentals payable under long-term leases in effect are $454,600 in 1980, $447,600 in 1981, 
$393 ,900 in 1982, $382,200 in 1983 and $435,800 in 1984. 
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